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EXECUTIVE SUMMARY

This Guidebook defines an optimal path for pursuing adaptive reuse of vacant commercial space to support
housing affordability, bolster entrepreneurial support systems, and foster strong economies in undercap-
italized markets. This document acknowledges the many converging challenges facing low-income com-
munities across the United States and suggests that bold local leadership, creative design, and committed
financial partners can transform vacant or underutilized properties and support complete communities.

Local economies in the first two decades of the 21+ century face multiple and simultaneous challenges:

'ﬁ A persistent and mounting housing affordability crisis, with a pronounced impact in working
|19 class and low-income communities.

i\'\ Declining rates of small business formation.
Shifts in consumer preference from brick-and-mortar retail to online shopping.

Increasing commercial vacancy rates, with a distinct impact on low-income communities and
o= large format retailers like Sears, Kmart, and regional grocers.

In business the “Flywheel Effect” describes the principle that a company
should focus on incremental, synergistic, and consistent decisions that
build momentum and ultimately propel it to market dominance.

FOR LOW-INCOME COMMUNITIES, THE CHALLENGES IN RETAIL, HOUSING
AFFORDABILITY, BUSINESS FORMATION, AND COMMERCIAL VACANCY
SERVE AS A FLYWHEEL EFFECT IN REVERSE. EACH CHALLENGE BUILDS
MOMENTUM FOR LOCAL DISINVESTMENT, BUSINESS AND CAPITAL
FLIGHT, INCREASED VACANCY, AND DEBILITATING HOUSING

COST BURDENS FOR ENTREPRENEURS AND FAMILIES.
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Adaptive reuse of vacant commercial space with both affordable housing and
ADAPI IV[ an intentional focus on programming to support entrepreneurs can break the
debilitating synergy between these challenges facing local economies.
HEUS[ THIS GUIDEBOOK SUGGESTS THAT LOCAL LEADERS CAN, AND
IS A MODEL FOR srioutp, L00K T0 VACANT OR UNDERUTILIZED PROPERTIES AS
BREAKING THE TC ch A RESOURCE IN CATALYZING POSITIVE LOCAL MOMENTUM.
THESE PROPERTIES REPRESENT AN OPPORTUNITY FOR CREATIVE
SYNERGY N LOCAL ADAPTIVE REUSE FOR AFFORDABLE AND EQUITABLE HOUSING
COMMUNITIES. ~ THAT IS PHYSICALLY AND PROGRAMMATICALLY TIED TO ON-SITE
WORKFORCE DEVELOPMENT SYSTERMS.

Adaptive reuse refers to the reuse of a building or structure for a purpose other
than its original design. To date, adaptive reuse has primarily been deployed
in historic structures with intrinsic value to a community like schools, malls,
churches, offices, or other landmarks for which a city or neighborhood is
known, but their original use no longer meets the needs of the community.
There is remarkable diversity in new uses for adaptive reuse projects, ranging
from market rate and affordable housing, space for colleges, universities, and
local governments, coworking office space, and mixed-use development.

This Guidebook suggests that adaptive reuse can be deployed in
traditional retail plazas typified in suburban development and strip

center development.
3 ’ ‘s
[ ]
\J

il )

D
0]

9 *
2% @
il &7

nDD

il

Page4 | Florida Housing Coalition | FLhousing.org




WE LEARNED SO YOU DON'T HAVE 10 ...

As lead agency for the research for this Guidebook, the Florida Housing Coalition interviewed experts in affordable
housing development, retail, property management, finance and lending, and local government to identify likely
barriers and solutions for adaptive reuse. This research served as the foundation for the Coalition’s pursuit of a
pilot project in the city of St. Petersburg, FL. The pilot site is a traditional suburban shopping plaza suffering from
chronically high rates of vacancy, including in its anchor space once leased by a shuttered regional grocer Sweetbay
Supermarket. The shopping plaza is in a low-income census tract with local market and economic forces that serve
to repel traditional retailers.

Interior, design for redevelopment of a vacant grocery store in St. Petersburg, FL.

Eyesore to Asset: Building Housing Affordability and Sustainable Communities
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A PATHWAY FOR ADAPTIVE REUSE AND SUPPORTING ENTREPRENEURS

Based on the Florida Housing Coalition’s research and experience in pursuing a pilot project, this Guidebook offers an
optimal path for pursuing adaptive reuse of vacant commercial space. Specifically, we discuss the following:

HOW TO SUPPORT LOW-INCOME ENTREPRENEURS

We research typical barriers to new business formation and identify the needs of low-income entrepreneurs specifically.
We find that low-income entrepreneurs are more likely to start businesses requiring significant capital and physical
space. We also conduct an environmental scan for entrepreneurial programs in select markets across the country and
determine that most programs providing assistance to low-income entrepreneurs focus primarily or exclusively on capital
and education. Finally, while creative solutions such as coworking and co-living are increasing in popularity, affordable
workspace and housing have not received sufficient recognition as a central challenge for low-income entrepreneurs.

HOW TO IDENTIFY PROPERTIES SUITABLE FOR ADAPTIVE REUSE

We offer a path for identifying properties, including tapping into local market knowledge held by knowledgeable local
stakeholders, researching chain store closures or bankruptcies, and a data-oriented approach using generally available
parcel-level data.

HOW TO PREPARE FOR AN ADAPTIVE REUSE PROJECT

We discuss the multiple unique challenges in public engagement, design, financing, development, programming,
and property management associated with adaptive reuse. Specifically, an adaptive reuse project sponsor should
expect to prepare for development and financing challenges like purchasing or leasing a property, identifying
an experienced developer, and identifying nontraditional financing sources. This Guidebook also discusses likely

management and programming challenges, including identifying an effective property manager, building political
and community support, and designing a lease structure that works for tenants and property owners. For each of these

challenges we offer practical actions that will increase the likelihood of a project'’s success.

B\ HOW T0 DESIGN THE SITE

There is considerable flexibility in design options for adaptive reuse projects, from reuse of anchor space in a mall to
a vacant grocery store. This Guidebook uses the Coalition’s pilot project, and the expertise of professor and architect
Stephen Bender, of the University of Florida’s Citylab, to provide inspiration for what is possible in the design of a vacant
big box grocery store.

HOW TO FINANCE THE PROJECT

This Guidebook leverages the expertise of experts in retail development as well as community development and affordable
housing finance, including Crossman and Company and the Florida Community Loan Fund, to identify likely scenarios and
funding sources that could be utilized in retail adaptive reuse projects. We find that the reuse of vacant grocery anchor space
for affordable housing and workspace to support entrepreneurship has the potential to provide significant value to retail
property owners. While it is a unique concept at the scale and context presented in this guide, an entrepreneurial property
owner could set a precedent for others to follow. The guide also discusses considerations for improving the likelihood of
securing financing using tradition funding sources for housing affordability and community development.



ADAPTIVE REUSE AND COMPLETE COMMUNITIES

This Guidebook was funded through the Fannie Mae Sustainable Communities Innovation Challenge (SCIC).

Under this initiative, the Florida Housing Coalition (the
Caalition) focused on the adaptive reuse of vacant big box
retail for affordable housing and coworking space target-
ing low-income entrepreneurs. Vacant retail is a common
issue, particularly in low-income communities, where
large-format grocery stores and others close these loca-
tions never to return, resulting in a permanent loss of jobs
and physical blight. The Coalition’s research looks at this
space as a resource to solve the issue of connecting afford-
able housing with job opportunities. The provision of both
affordable housing and affordable workspace creates the
financial stability low-income entrepreneurs need to invest
in their business and create more jobs in the community,
bringing economic opportunity to neighborhoods that

CREATING A COMPLETE COMMUNITY:

ADAPTIVE REUSE FOR LOW-INCOME

Low-income neighborhoods across the country face
challenging headwinds from three directions:

1. Struggling retail market
2. Barriers to new business formation
3. Affordable housing crisis

Each of these trends deserve a brief note. First, as re-
tail properties across the country face mounting eco-
nomic and consumer trend pressures from online retail
and traditional retailers close stores, residents living in
neighborhoods plagued by chronic commercial va-
cancies must identify creative uses for vacant space.
Second, entrepreneurialism and small business forma-
tion in the U.S. has flagged between 2007 and 2019
according to the U.S. Census Bureau.' The decline in

previously suffered loss of jobs and disinvestment in the
physical asset due to the departure of retailers.

In addition to research on adaptive reuse, low-income
entrepreneursinthe U.S., and co-working as a sustainable
business model, the Coalition also conducted in-depth
financial and design modeling for a pilot adaptive reuse
site in the city of St. Petersburg, FL. The site, located in
a former Sweetbay grocery store at the Skyway Plaza at
1010 62" Avenue South, is owned by Brixmor Property
Group, Inc., a real estate investment trust (REIT) and
one of the nation’s largest retail property owners. This
Guidebook includes all the Coalition’s efforts under the
Fannie Mae SCIC.

ENTREPRENEURS

small business formation poses a significant challenge
to local economies, particularly low-income neighbor-
hoods. Third, households continue to struggle to af-
ford rent or a mortgage, a trend that only exacerbates
economic challenges for local communities.

Recognizing these trends, this Guidebook offers a
comprehensive solution: adaptive reuse of vacant
commercial space into a mixed-use property with both
affordable housing and an entrepreneurial supportive
eco-system through co-working space and supportive
programming. The result is a complete community for
neighborhood residents seeking a rewarding retail ex-
perience, for new entrepreneurs seeking support and
affordable working space, and for families in search of
housing that is affordable.

1 Josh Boak, AP News, “A Slowdown in US business formation poses a risk to economy” https://apnews.com/

e7179fc8b9dc4399818f2038b75ec423 accessed 12/10/2019




BRIEF INTRODUCTION T0 ADAPTIVE REUSE

Adaptivereusereferstothereuseofabuildingorstructureforapurposeotherthanforwhichitwasoriginally
constructed.Adaptivereuseisgrowingasanassetclassincommercialrealestate,andtheindustryisbeginningto
take note.

Adaptive Reuse: Turning Blight into Bright,? a report by the Certified Commercial Investment Member
(CCIM) Institute and the Alabama Center for Real Estate at the University of Alabama Culverhouse College
of Business, provides a recommended definition of adaptive reuse, or as the report coins “AdRu”, as having

the following elements:

@ AN ENSTING STRUCTURE §

FUNCTIONAL AND/OR : ECONOMIC VIABILITY
ECONOMIC OBSOLESCENCE :

|
iinssaslani ;’3\ oOloolooll----
™ I (00|00 00 || —=
em mm ws e [TTHITT /—\JQL&AN = /QT

TAKEN TOGETHER, ADAPTIVE REUSE REQUIRES AN EXISTING STRUCTURE THAT IS
FUNCTIONALLY AND/OR ECONOMICALLY OBSOLETE,
WHOSE USE IS CHANGED 10 ACHIEVE ECONOMIC VIABILITY.

2 https://www.ccim.com/newscenter/commercial-real-estate-insights-report/ccim_cre_insights_report_3q18_web/ accessed 4/11/2019
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ADAPTIVE REUSE AND REDEVELOPMENT OF RETAIL SPACE
SPECIFICALLY

Adaptive reuse typically connotes reviving an older
building, usually a historical structure that has intrinsic
value to a community such as a school, church, or
theatre structure. Such buildings are typically identifiable
landmark structures for which a city or neighborhood
is known, but their original use no longer meets the
needs of the community. For example, the expansion
and consolidation of two schools leads to the closure
of one, leaving a historical school building with cultural,
social, and economic value sitting vacant. Subsequently,
the school structure is sold and reused as loft-style
apartments, retail, art gallery and performance space.
While adaptive reuse of historical structures has clearly
observable value, structures built to maximize economic
efficiency, typified in suburban development, also
become obsolete and abandoned buildings requiring a
change of use to become contributors to the social and
economic vitality ofa community. A prime example of this
last scenario is vacant big box retail space.

HOUSING AS REUSE OF VACANT BIG BOX SPACE

Housing is a common reuse for historic structures and a
popular component in the redevelopment of shopping
malls and other large regional centers. In most cases,

housing isincorporated as part of a larger redevelopment
strategy involving the demolition of vacant anchors and
new construction for multiple tenants with housing in
separate structures. Housing is less common in the reuse
of vacant space at neighborhood centers. Other than
reuse for more retail, such space has gone to self-storage,
office, gyms, and most recently distribution space to
accommodate last-mile deliveries.?

In all cases, housing has yet to find its place as a viable
or favored option for the reuse of existing big box retail
structures. However, there are a few examples that point
to the possibility of housing becoming a scalable solution
for vacant big box space. One example is an old art-deco
building in Washington, DC, built in 1941 for Sears,
sitting vacant for several years, was brought to life as
two retailers with apartments built on top of the existing
structure.* The development, called Cityline at Tenley,
includes 204 units. The metal-clad addition contrasts
with but plays well with its concrete, art deco base. While
this did not keep housing within the retail box itself, it is
an example of working within the existing footprint to
incorporate housing.

Another example, also in the Washington, DC area,
is a former Macy's building at the Landmark Mall in
Alexandria, Virginia. Originally built in 1965, the entire

3 https://www.bisnow.com/national/news/industrial/big-box-retail-to-distribution-center-trend-real-growing-97284 accessed 4/11/2019

4 https://www.builderonline.com/design/above-the-store_o accessed 4/11/2019

SITE;
PILOT PROJECT:

SKTWAY

LOCATION:

1010 62" Avenue South
St. Petersburg, FL

OWNER;

PLALA

Former Sweetbay grocery store

Brixmor Property Group, Inc., a real estate

investment trust (REIT) and one of the nation’s
largest retail property owners

SCOPE:

In-depth financial and design modeling for a

pilot adaptive reuse site




mall finally shut down completely in 2017 after many
years of decline. The Macy's building is currently serving
as the temporary location for Carpenter’s Shelter, a
homeless shelter serving both individuals and families,
which moved into the space in June 2018. Carpenter’s
Shelter anticipates moving into its permanent location in
2020, which involves demolition and new construction
at a different location, which will include both transitional
and permanent affordable housing units.®

While Carpenter’'s Shelter is a temporary solution,
architecture firm KTGY imagines former big boxes
serving as permanent locations for transitional housing to
address homelessness. Its concept, called Re-Habit, turns
the structures into mixed-use buildings with housing and
retail, along with amenities such as recreational facilities
and roof-top gardens. Though yet to be implemented,
the concept demonstrates promise for the incorporation
of affordable housing in adaptive reuse of big box retail.

Perhaps the best example is one under development by

PathStone in Irondequoit, NY. Working with the existing
box, PathStone Corporation received local Planning

5 https://carpentersshelter.org/new-heights/ accessed 5/30/2019

Board approval in September 2018 for the reuse of a
vacant Sears at the former Medley Centre mall into 72
apartments for seniors. This will be combined with a new
96-unit structure for a total of 168 units.® This reuse of
the existing box is one piece of a larger adaptive reuse of
the mall. Already completed is conversion of the former
Macy’s box into a call center for Conduent Inc. where
over 600 employees of the company work. Next up, in
addition to Pathstone’s housing development, is a new
community center for the town, which will occupy space
near Conduent’s new operations. Once completed, the
concept for this former mall includes mostly office space
combined with the community center, senior housing
development by PathStone and some retail space.” The
next sections describe the development plans in more
detail, with comparisons to the focus of the Coalition’s
study as well as key information applicable to completing
such a development in other locations.

DEMOGRAPHIC TARGET

Irondequoit is an older suburb of Rochester, NY. The mall
siteitselfisinalow-income (New Markets Tax Crediteligible)
census tract within Irondequoit. PathStone is targeting the

6 https://www.democratandchronicle.com/story/news/2018/09/26/medley-centre-senior-housing-project-approved-former-sears-

building/1430883002/ accessed 4/11/2019

7 Of note, a standalone Target store is also on the site along with a free-standing Applebee’s restaurants. Both operations remain open. The owner is

also marketing outparcels along the major thoroughfare, East Ridge Road, on either side the existing Applebee’s. More information can be found at the
property’s website: https://www.dartco.com/skyview accessed 5/22/2019
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large senior population that lives in the town. Pathstone
describes these seniors as having moved to Irondequoit to
raise families and may now need to downsize or no longer
be physically able to maintain a larger, single-family home.
This localized change in demographics likely contributed
to thefailing of the mall. PathStone is partnering with alocal
hospital to provide on-site services to the future residents.
The soon-to-come community center will also serve as an
amenity and draw for new residents.

LOCATION AND DESIGN

As stated, the development is an adaptive reuse of a
department store building at a former regional mall.
From a design standpoint, major issues include light,
air circulation and access. Courtyards will be created
to address light and air circulation. The housing
development connects with the rest of the redeveloped
mall through secure doors, which will allow direct access
to the community center and other uses while also
creating a true sense of separation.

The development includes both a reuse of the existing
box as well as the addition of a new building, the two
being connected by a skywalk. The large number
of units is needed both to make the project work
financially, and to appeal to the property owner.
Having 168 units creates built-in demand for leasing
up the rest of the center, which is important to the
property owner.

OWNERSHIP STRUCTURE AND FINANCING

PathStone is negotiating a structure through which it
will own the improvements and enter into a long-term
ground lease with the property owner. The ground lease
allows the property owner to maintain some control,
including terms for common area maintenance, and
is also long-term to meet requirements for financing.
PathStone currently estimates total development costs
of $42 million and is seeking an allocation of low-income
housing tax credits along with multifamily revenue bonds
to finance the development.

MARKET FORCES DRIVING ADAPTIVE REUSE

Vacant big box space is not usually associated with
adaptive reuse. However, such space is increasing
in availability as large-format retailers close or shift in
response to changing consumer patterns. There are
two major trends challenging the retail market: growth
in ecommerce and changing consumer preferences in
the experience of brick and mortar retail. The shift in
sales from brick and mortar retail to online marketplaces
is expected to accelerate, growing from 9% of all sales
in 2017 to 15% of all sales by 2022.8 While this trend
does not indicate a death-knell for brick-and-mortar
retail, it has in part led to the permanent closure and/
or significant reduction in physical presence of several
major chains, such as Toys-R-Us and Sears. These
large national retailers are unable to service debt and
other obligations due to declining sales. Second,
physical retailers are increasingly focusing on consumer
experience within their physical space. The experience
of shopping, and the necessity for an attractive space
with attention to architectural and experiential detail
often forces low-cost, utilitarian design of most big-box
retail space into an unmanageable financial situation.

On the surface, it appears commercial retail space has
exhibited resiliency and stability during the long eco-
nomic recovery from the Great Recession and the result-
ing effects on consumer patterns. This can be attributed
partly to an overall slowdown in new construction linked
to the slow recovery and anticipated growth and de-
cline in homebuilding. The American Institute of Archi-
tects (AlA) Consensus Construction Forecast indicates
less than 2% overall growth in retail construction in 2019
and a zero growth by 2020.° However, it is possible
that retail has yet to experience the full pain of closing
physical locations for big box retailers and other chains.
Citing CoStar Group, CNBC reports over 180 million
square feet of retail closures in 2016 and 2017, antici-
pating a record year in 2018 with over 90 million square
feet of announced closings hallway into the second
quarter of 2018.'° This square footage is largely attribut-

8 http://www.cbre.us/real-estate-services/real-estate-industries/retail-services/beyond-the-headlines/bth-epocalypse-subscribe accessed

4/11/2019

9 https://www.aia.org/articles/6096562-though-signs-point-to-a-slowdown-growth-in accessed 4/11/2019

10 https://www.cnbc.com/2018/04/18/the-amount-of-retail-space-closing-in-2018-is-on-pace-to-break-record.html accessed 5/30/2019
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able to big box retailers and others with large floor plans
shuttering locations. Referencing Coresight Research,
Financial Times reports retailers have already announced
nearly as many store closures in the first quarter of 2019
as in all of 2018." Most of these closures are expected
to take place at regional shopping malls as department
store anchors such as Sears and JCPenney, as well as and
brands such as Payless Shoe Source, Gymboree and
Charlotte Russe close physical locations or wind down
business operations altogether.

Big box locations in neighborhood or strip centers, the
focus of our research, though perhaps less affected than
regional malls, are also not immune to the changing
retail landscape. In the Southeast, regional grocers such
as Winn Dixie and Albertsons have shuttered or plan to
close hundreds of locations. Many of these locations are
backfilled with new grocers or other retail tenants. Still
many more remain, or will remain, vacant for years as
demographics no longer support large-format grocery
stores in those locations. Additionally, chains such as
Walmart may choose to close smaller locations in strip
centers in favor of building larger supercenters nearby.
Even more, several shuttered Sears, Kmart and Toys R Us
stores were in neighborhood or strip centers.

Overall, big box retail space is going dark at an increasing
rate and not expected to slow down. This makes such
space targets for adaptive reuse.

CONSIDERATIONS FOR REUSE VERSUS NEW CONSTRUCTION

There is a fundamental tension between keeping an
existing big box largely intact and tearing it down and
building new. In The Future of Abandoned Big Box Stores:
Legal Solutions to the Legacies of Poor Planning Decisions,
Sarah Schindler provides a framework for determining the
appropriate solution for a vacant big box store.”? The four
possible solutions Schindler outlines are:

1. Straight retail reuse

2. Adaptive reuse

3. Demolition and redevelopment
4,

Demolition and regreening

According to Schindler, the solutions are evaluated based
on the local economy and existing retail landscape, along
with ecological goals and land use patterns. Schindler
states that adaptive reuse is most appropriate when:

e The community desires smaller scale or locally
based retail or there are other uses in demand
that require large spaces, such as institutional
users (education, government, etc.).

e Several other big-box stores are meeting demand

e Thelocal government supports sustainability, and
reuse promotes ecological goals

* The big boxisin an area not targeted for
redevelopment by the local government

Indeed, economic changes likely led to the closing of the
big box store creating the vacancy. Local government sup-
port through policies and programs facilitating reuse can
lead to more immediate consideration of the adaptive re-
use option. Further, it may be cost effective to keep existing
infrastructure, including HVAC, sewer, and the building,
reduced waste and need for new raw materials, develop-
ment timelines may be significantly shorter to capitalize
on demand from other types of users. Additionally, for big
boxes that anchor neighborhood centers or regional malls,
property owners may be more likely to support reuse that
reinforces the remaining retail and retains the fundamental
visual character of the property. Further, keeping the box
could be important for historic preservation or cultural val-
ue. However, this is often not the case when considering
large format grocery stores or other big boxes, as they are
typically built to meet functional requirements with little to
no interest in form or aesthetics.

Incorporating housing into the reuse creates additional
complexity. Housing requires ingress and egress points,
HVAC, sufficient light, water, and sewer connections,
and must be built according to safety standards. The
costs to meet these requirements may outweigh the
benefits of keeping the existing structure. Any business
or organization considering adaptive reuse must think
critically about the benefits of keeping a structure intact
and weighing those against the costs of doing so.

11 https://www.bizjournals.com/tampabay/news/2019/04/02/us-shopping-centre-vacancies-rise-to-eight-year.html accessed 4/11/2019

12 Schindler, Sarah. “The Future of Abandoned Big Box Stores: Legal Solutions to the Legacies of Poor Planning Decisions.” The University of Colorado Law

Review, vol. 83, no. 2, 2012, pp. 471-548.
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JOW 10 SUPPORT LOW-INCOME
ENTREPRENEURS

SUPPORTING LOW-INCOME ENTREPRENEURS:
WHAT YOU NEED TO KNOW

Q 1. PROFILE OF THE LOW-INGOME ENTREPRENEUR --- -~ s

""h

While data provides some insight, there remain many. gaps
in the knowledge base. This makes it difficult to define a
"typical’ low-income entrepreneur.

ooooooooooooooooooooooooooooooooo

&
@ © 2. BUSINESSES OF LOW-INCOME ENTREPRENELRS

Low-income entrepreneurs are more likely to start
businesses requiring physical space and significant up-

front capital investment.

3. RECOGNIZED OBSTACUES EAGED /o ————ee .. .. .. ... ...
LOW-INCOME ENTREPRENEURS

Most programs providing assistance to low-income
entrepreneurs focus primarily or. exclusively on capital

and education.

é;, 4. ADDRESSING THE LOW-INCOME ENTREPRENEUR'S NEEDFOR ---------vvvvnvene
1l AFFORDABLE WORKSPACE AND HOUSING g
While creative solutions such as coworking and co-living g

are growing, affordable workspace and housing have not
yet been widely recognized as a key need to be addressed ¥
for low-income entrepreneurs. a
i







THIS SECTION REVIEWS ~ ENTREPRENEURSHIP AS ECONOMIC OPPORTUNITY FOR LOW-INCOME HOUSEHOLDS

AVNU\BL[ D/\IA TO This section reviews available data to outline a typical profile of a low-income

PROI:"-[ A TTPICN— lOW" services for the low-income entrepreneur it is first essential to understand who they
|NCOM[ ENIR[PR[N[UR are, the typical industries they work in, and what their needs are.

"'"S |N|:0RN/\“0N To answer these questions, this section reviews nationally available data to build a
IS CRITICAL B[CAUSE profile of a low-income entrepreneur. The result of this review is included below.

SERVICES FOR LOW- SuMMARY

INCOME ENTREPRENEURS In pursuit of detailing a likely low-income entrepreneur based on publicly available
data sets and reports cited in this section, the following table summarizes
SHOULD BE TAILORED TO e repers @ _ g
representative characteristics of a low-income entrepreneur.
THEIR UNIQUE NEEDS.

entrepreneur. This information is critical to understand because in order to offer

Table 1. Likely characteristics of a low-income entrepreneur.

Likely characteristics of a low-income entrepreneur

Age 45-54

Race/Ethnicity White

Gender Male

Income $37,468

Household Size 2 or more persons

Business industry Trade

Number of employees 6

Primary barriers to business Affordable & accessible childcare, startup
formation and growth capital, credit, no business background

It should be noted that while these characteristics are the most likely for a low-
income entrepreneur, there is considerable diversity within the entrepreneurial
class. This diversity is driven, in large part, by regional and socioeconomic
characteristics of a given area. Statistically, a low-income community is more
likely to have Black/African American or Hispanic entrepreneurs and under-
capitalized entrepreneurs relative to higher-income communities. Similarly, the
business industry is likely to change depending on a range of factors, including
the area of the country, type of urban environment, and dominant industries
within the metropolitan region.

GAPS IN THE KNOWLEDGE BASE

In the United States, there are resources available which describe business char-
acteristics and trends, including firm size, demographic data, annual payroll, and
industry type. Primary resources for this data include those from the Census: The
Survey of Business Owners (SBO),'® Statistics of U.S. Businesses (SUSB)', the Annu-

13 https://www.census.gov/ library/publications/2012/econ/2012-sbo.html (Accessed 12/30/2018)

14 https://www.census.gov/programs-surveys/susb/data/tables.html (Accessed 12/30/2018)
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al Survey of Entrepreneurs (ASE) '°, and the County Business Patterns (CBP) '°.
In addition to the Census, the U.S. Small Business Administration publishes the
Small Business Profiles (SBP) data set .

Of principle concern upon reviewing these data sources is the paucity of data
on the characteristics of business founders. It is very challenging to offer an
authoritative portrait of the household income characteristics of entrepreneurs,
for instance. Given this lack of data, income figures presented in this section
are based on sponsored studies discovered through a literature review.

DEMOGRAPHICS AND BUSINESS SIZE

Nationally available data sets offer information on the demographic
characteristics of entrepreneurs in general. The table below shows ASE data on
the total number of firms with paid employees, the annual payroll of firms, and
the number of paid employees by race/ethnicity of the business owner. The
data shows that white-owned firms represent the largest share of all businesses
with paid employees in the United States (80.9%), followed by Asian-owned
firms (9.9%), Hispanic-owned (6.0%) and finally Black-owned (2.1%). Measures
of business size, including annual payroll and number of paid employees mirror
this list. Black-owned firms are the fewest in number, have the lowest annual
payroll, and the fewest number of paid employees of all racial/ethnic groups.

The data shows that Whites represent a disproportionate share of entrepre-
neurs, annual payrolls, and number of paid employees.

Table 2. Demographic characteristics of all firms

Annual Survey of Entrepreneurs, demographic characteristics of all firms

Number of firms with

el YEES Annual payroll Number of paid

(share of all firms) ($1.000) employees
All Firms 5,601,758 6,104,564,025 121,083,343

(100%) (100%) (100%)

White- 4,534,290 2,148,677,771 52,123,706
Owned (80.9%) (35.2%) (43.0%)
Black- 121,466 31,415,343 1,132,916
Owned (2.1%) (0.5%) (0.9%)
Asian- 555,262 142,058,761 4,424,656
Owned (9.9%) (2.3%) (3.7%)
Hispanic 337,533 91,225,211 2,787,944
Owned (6.0%) (1.5%) (2.3%)

Source: 2017 U.S. Census Annual Survey of Entrepreneurs, SE1T600C SAQ1

15 https://www.census.gov/programs-surveys/ase.html (Accessed 12/30/2018)

16 https://www.census.gov/programs-surveys/cbp.html (Accessed 12/30/2018)

17 https://www.sba.gov/advocacy/entrepreneurship-low-income-areas (Accessed 12/30/2018)

THE DATA SHOWS THAT
WHITES REPRESENT A
DISPROPORTIONATE SHARE
OF ENTREPRENEURS,
ANNUAL PATROLLS,

AND NUMBER OF PAID
EMPLOYEES.

Figure 1. Age range of small
business owners.

P Ages 70 - 79, 4%
I Ages 60 - 69.............. 17%
Ages 50 - 59.............. 33%
B Ages 40 - 49.............. 27%
I Ages 30 - 39............. 15%
Ages 18 - 29................ 4%

Source: Small Business Trends,
GuidantFinancial and Lending Club,
2017 report
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Guidant Financial and LendingClub issue an annual State
of Small Business survey 8. For its 2017 report, Guidant
reports over 2,600 current and aspiring business owners
across the country responded to the survey questions.
The data includes information on the typical age range of
respondents in the survey, presented below.

The data shows that small business owners are most
likely to be between the ages of 50 and 59 (33% of
respondents), followed by those aged 40 — 49 (27%).
The youngest (18-29) and oldest (70-79) age groups are
the least likely to be business owners.

The table below summarizes research by the U.S.
Small Business Administration (SBA) for a report on
entrepreneurship in low income areas .° The report’s
intent was to separate entrepreneur characteristics
in low-income areas and compare those figures to
all other areas. Given the report’s focus on a highly
relevant entrepreneur population, this section frequently
references the SBA report.

The table below shows a difference in the age of a
business owner in a low-income area compared to
other areas: business owners are generally younger in
low-income areas compared to the rest of the country.
Mirroring the Guidant Financial and Lending Club report
discussed earlier, the two most likely age groups for
business owners are 45-54 and 55-64, although the
position of these two is swapped according to the SBA.

For the purposes of this report, we believe the SBA’s data
is more relevant to the population under consideration
and will assume the most likely age group is between 45
and 54.

HOUSEHOLD SIZE

Data on the household size of low-income entrepreneurs
is essentially nonexistent. Nationally available data sets
do not include this information, and private surveys
have not examined the issue. As the household size
of a typical low-income entrepreneur is important
from the perspective of an apartment building and its
composition of unit types (1-bedroom, 2-bedroom, etc.),
itisimportant to determine the most likely household size
for low-income entrepreneurs. In pursuit of this, the table
below shows American community survey (ACS) data on
household size for renter households by age group.

The data shows that a majority of renter households
between the ages of 15 to 54 (inclusive of the 4554 age
group previously identified as the most likely age group
for a low-income entrepreneur) are a household with two
or more persons. The total number of renters between 15
to 54(22,455,153) in the United States represents 54.7%
of all renter households between the age of 15 and 54.
This data does not distinguish by household income, but
is indicative of the distribution of renter household size
by age range.

Table 3. Ages of business owners in low-income and other areas.

15 -24 Years 1.6%

25-34 Years 11.3%
35-44 19.2%
45-54 26.7%
55-64 26.2%
65+ 15.0%

Source: Entrepreneurship in Low Income Areas. U.S. SBA. 2017. Page 22.

0.9%

9.1%
18.1%
27.6%
28.0%
16.2%

18 https://www.guidantfinancial.com/small-business-trends/ (Accessed 12/30/2018)

19 Entrepreneurship in Low Income Areas by Maurice Kugler, Marios Michaelides, Neha Nanda, and Cassandra Agbayani for IMPAQ International. U.S.

Small Business Administration, Office of Advocacy, 2017.
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Table 4. Household size by age.

1-person renter household % of HH size total

DATA ON THE

Total 15,677,132 100% HOUSEHOLD SIZE
Householder 15 to 54 8,592,138 54.8% OF LOW-INCOME
55to 64 2,853,097 18.2% ENTREPRENEURS
65to 74 2,021,230 12.9%
> 210,667 1 IS ESSENTIALLY
NONEISTENT
Total 27,315,654 100%
15t0 54 22,455,153 82.2%
55to 64 2,789,771 10.2%
65to 74 1,293,253 4.7%
75+ 777477 2.8%

Source: 2013-2017 ACS, Table B25116

INDUSTRIES AND ENTREPRENEUR INCOME

The SBA report cited previously offers essential insight into the industry distribution of
businesses in low-income areas. The chart below shows the share of all businesses in
two geographic areas: low-income and all other areas. The chart shows that businesses
located in low-income areas are most likely to be in the construction, professional
services, other services, and trade industry. It is worth noting that for non-low-income
areas, the share of businesses by industry ranks essentially the same, with the exception
of professional services and finance and insurance industries — businesses in in these two
industries represent a smaller share in low-income communities than in other areas.

Figure 2. Industry distribution of businesses in low-income and other areas.

. Other Areas

Finance

) Low-Income Areas
Manufacturing

Transportation &
Warehousing

Real Estate

Agriculture,
Forestry & Fishing

Administrative
Support

Health Care
Trade

Other Services

Professional
Services

Construction

0% 2% 4% 6% 8% 10%  12%  14%  16%

Source: Entrepreneurship in Low-Income Areas, page 28.
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The SBA report also examined the industry of employer businesses, those that have at least one paid employee (job
creators), in low-income and other areas. These employer businesses are likely to be smaller, often family owned, and fit
the most likely business profile of a low-income entrepreneur. The SBA's figures on the industry distribution of employer
businesses is presented in Figure 3 below. Employer businesses are most likely to be in Trade, Health Care, Other, and
Food & Accommodation. It should also be noted that these industries typically require significant capital input to get
started, particularly in Food and Trade. Given the statistics on these industry types, programs supporting low-income
business owners should focus on the physical space demand for Trade and Food.

Figure 3. Industry distribution, employer businesses in low-income and other areas.

Administrative
Support

[ Other Areas
Low-Income Counties

Real Estate

Manufacturing

Finance &
Insurance

Professional
Services

Construction

Food &
Accomodation

Other Services

Health Care

Trade

0% 5% 10% 15% 20% 25%

Source: Entrepreneurship in Low-Income Areas, page 30.

In addition to industry type, the SBA report also examined data on the estimated household income of low-income
entrepreneurs. Figure 4 below showsthe SBAreport’s estimates ofthe total laborand non-laborincome forentrepreneurs
in low-income areas. The report’s authors estimate that self-employed entrepreneurs working for an unincorporated
business earn approximately $37,468 per year and $68,605 per year for incorporated businesses. The report’s authors
also note that entrepreneurs are disproportionately more likely to not incorporate their business in a low-income area
compared to entrepreneurs in higher-income areas.
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Given this report’s focus on low-income entrepreneurs, it is reasonable to focus on the ACCESS ]’0
SBA report’s estimates for unincorporated self-employed entrepreneurs. The household
income of $37,468 is used as a proxy for the likely profile of a low-income entrepreneur. /A\ﬂ:ORDAB[E

CHILDCARE

HAS BECOME

A SIGNIFICANT
$70,000 $68,605 BARRIER TO NEW
BUSINESS FORMATION,
$60,000 PARTICULARLY

FOR LOW-INCOME
$50,000 ENTREPRENEURS...

Figure 4. Total labor and non-labor income in low-income areas.

$80,000

$40,110
$40,000 $37,468
$30,000
$20,000
$14,454
$10,000
$0 .
Unincorporated Incorporated Salary Unemployed
Self-Employed  Self- Employed Workers Workers

Source: Entrepreneurship in Low-Income Areas, page 41.

OBSTACLES

There are numerous obstacles to forming and growing a business, particularly for low-
income entrepreneurs. There is also a rich body of literature examining the obstacles
low-income entrepreneurs face when forming businesses and working to grow them.
This section reviews the body of literature that identifies some of the barriers to business
formation and growth for low-income entrepreneurs.

Many entrepreneurs lack a background in business and lack general expertise in
business formation, a challenge often passed down through the generations and
dependent on paternal modeling?. This obstacle is critical to understanding the
persistent disparity in business formation between different racial/ethnic groups, and
White dominance in new business formation.

20 Hout, M., and Rosen, H.S. (2000). Self-Employment, Family Background, and Race. Journal of Human
Resources, Vol. 35, pp.670-692.
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Entrepreneurs face a critical lack of access to capital,
with family capital serving as an important component
in business formation decision-making?'. Beyond strictly
access to capital, researchers have also identified a lack
of access to credit as an important barrier to business
formation, including racially discriminatory credit
practices?”. These barriers pose a serious threat to the
long-term growth and development of minority-owned

businesses, including women-owned businesses.?*

In recent years, access to affordable childcare has
become a significant barrier to new business formation,
particularly for low-income entrepreneurs in areas lacking
access to quality childcare. In one survey, more than a
third of small business owners with children reported that
a lack of access to affordable, high-quality childcare was
a barrier to starting a business?*.

Affordable workspace is typically not cited as a barrier for
low-income entrepreneurs. However, it relates with other
barriers, particularly lack of access to capital. Leasing or

purchasing of real estate for business operations along
with equipmentand furnishings are large expenses forany
business. Securing the necessary space to operate and
grow is particularly challenging for low-income business
owners. For example, a food business may need both a
storefront to face clients, access to a commercial kitchen
for preparation and refrigeration for proper storage. All of
these require capital that a low-income entrepreneur may
not have the ability to access.

Affordable housing is also not typically cited as a barrier
for low-income entrepreneurs. This may be due to the
need for affordable housing being a “given”, an issue
not unique to low-income entrepreneurs, but one that
affects the larger population. However, for low-income
entrepreneurs specifically, housing unaffordability can
create financial instability, making it difficult to budgetand
save for necessary business investments. Additionally, the
expense of housing may mean less money available for
needed services such as childcare.

21 Dunn, T., and Holtz-Eakin, D. (2000). Financial Capital, Human Capital, and the Transition to Self-Employment: Evidence from Intergenerational Links.

Journal of Labor Economics, Vol. 18, pp. 282-305.

22 Blanchflower, D.G., Levine, P.B., and Zimmerman, D.J. (2003). Discrimination in the Small Business Credit Market. Review of Economics and Statistics,

Vol. 85, No. 4, pp. 930-943.

23 Blanchard, L., Zhao, B., and Yinger, K. (2005). Do Credit Market Barriers Exist for Minority and Woman Entrepreneurs? Center for Policy Research,

Working Paper No. 74.

24 Small Business Majority (2017). Opinion Poll: Small Businesses Face Barriers to Affordable Child Care, Support Expanded Access.
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COWORKING, CO-LIVING AND THE LOW-INCOME ENTREPRENEUR

Many types of businesses need affordable space in which to operate. However, physical space may be too
expensive for a business to afford due to issues such as size of the space, lease terms and the need also to
furnish and equip the space. Additionally, everyone needs an affordable place to live after work, creating
the security needed to make financial plans for investing in one’s business. Coworking and co-living are two
trends in real estate that are addressing this need. Below, we will briefly describe both and how they may

possibly meet the needs of low-income entrepreneurs.

COWORKING

Coworking is a term used to refer to shared workspaces,
generally where self-employed individuals and small
businesses of all types work side-by-side. These shared
workspaces are generally fully furnished, come with
access to internet, phone, and meeting space. Access to
coworking space is by paid membership as opposed to a
lease, allowing flexibility in the length of time. The growth
of coworking is disrupting the real estate industry, as the
freelance workforce grows along with small businesses,
who often need the flexibility offered by coworking
spaces. Larger businessesare also considering coworking
spaces as they design facilities for collaboration. Just like
small business owners, larger businesses also like the
ability to use space for shorter periods of time allowed in
typical commercial leases.

In addition to their generally low cost and shorter terms,
coworking spaces are known for their cultures and
sense of community (or lack thereof). Two of the largest
coworking businesses are good illustrations of coworking
culture. WeWork, the largest player in the coworking
field, creates a sense of community amongst its members
through its space design and programming. Conversely,
competitor Regus creates more of a corporate image

for its members through space design and locational
choices, with no community programming.

The first recognized coworking space, Spiral Muse
Coworking Group, was founded in San Francisco
by Brad Neuberg, an independent IT specialist who
wanted to offer space and social infrastructure for other
entrepreneurs and freelance workers in the knowledge
industry.?> Coworking space begin to experience
significant growth starting in 2008. Current estimates
range from 14,000% to 19,000 coworking spaces
worldwide at the end of 2018. As a new type of business
and asset class, over half of all spaces worldwide are
less than 1 year old. Only 40% of coworking spaces are
profitable, overall. However, 72% are profitable after 2
years of operating. As the majority of spaces are less than
1year old,?® there is the likelihood that overall profitability
will increase as the industry matures.

The business is growing, with projections for over
6,000 coworking spaces in the US alone by 2022.%°
Driving this growth are changes in the labor market.
Globalization and technological advances promote
more collaboration amongst businesses. Also, the rising
freelance workforce is driving demand for coworking

25 The original blog post announcing the coworking space can be found at: http://codinginparadise.org/weblog/2005/08/coworking-community-

for-developers-who.html (Accessed 12/30/2018)

26 Foertsch, Carsten (2018). 1.7 Million Members Will Work in Coworking Spaces by the End of 2018. Deskmag: http://www.deskmag.com/en/1-7-
million-members-will-work-in-coworking-spaces-by-the-end-of-2018-survey (Accessed 12/30/2018)

27 Amador, Cecilia (2018). Coworking is the New Normal and These Stats Prove It. Allwork: https://allwork.space/2018/03/coworking-is-the-new-

normal-and-these-stats-prove-itt/ (Accessed 12/30/2018)

28 Foertsch, Carsten (2011). How Profitable Are Coworking Spaces? Deskmag: http://www.deskmag.com/en/how-profitable-are-coworking-

spaces-177 (Accessed 12/30/2018)

29 Number of Coworking Spaces in the United States from 2007 to 2022. Statista (2018): https://www.statista.com/statistics/797546/number-of-

coworking-spaces-us/ (Accessed 12/30/2018)
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/A\ MlNOR”T OI-' space. Worldwide, freelancers make up 41% of coworking memberships.* This figure

is less in North America, where freelancers make up 37%. Employees of businesses

"-IE PROGRAMS make up another 35% of membershipsin North America, which may represent another

DESCRIBED IN THIS trend: the recent attractiveness of coworking space for larger, established companies

to promote innovation and collaboration with startups. Microsoft, Verizon, and even

MARKU STBDT HSBC are utilizing coworking space.®’ Coworking space could also be utilized by
Oﬂ:[R TRAD”'ON/\[ smaller markets to recruit large businesses and workforce talent.

COWORKING SPACE
FOR LOW-INCOME  OTHER GLOBAL COWORKING DEMOGRAPHIC TRENDS WORTH NOTING FROM THE

IR 2017 GLOBAL COWORKING SURVEY-

ﬁ The average age of coworking members is around 36

86% of members have at least a bachelor’s degree

Female membership is growing, increasing from 33% in 2012 to 44% in
2017. However, breaking down by age and household type, female mem-
bership drops significantly once they get married between the ages of 30
and 50. Childcare appears to be the main reason for the sharp drop off
in female membership after marriage. (Recall that lack of affordable child-
care is one of the key barriers to success for low-income entrepreneurs.)*

36% of members are married and 36% have children

16% of members report theirincome as low or very-low relative to cost
of living, with another 49% reporting their income as somewhere in
the middle (not low, but not high)

IT workers represent the largest users of coworking space, with 22% of
members. They are followed by public relations, marketing, sales, and
advertising professionals at 14%

30 The 2017 Global Coworking Survey. Deskmag (2018): https://www.slideshare.net/carstenfoertsch/
members-of-coworking-spaces-demographic-background-global-coworking-survey-80058366 (Accessed
12/30/2018)

31 Huang, Yifi (2018). Coworking Key Figures: Data and Estimations for 2019. Coworking Resources: https://
www.coworkingresources.org/blog/key-figures-coworking-growth (Accessed 12/30/2018)

32All demographic statistics from 2018 Global Coworking Survey by Deskmag: https://www.slideshare.
net/carstenfoertsch/members-of-coworking-spaces-demographic-background-global-coworking-
survey-80058366 (Accessed 12/30/2018)

33 Foertsch, Carsten (2017). The Members: Who Works in Coworking Spaces. Deskmag: http://www.
deskmag.com/en/members-of-coworking-spaces-demographics-statistics-global-survey-coworkers-
research-2017 (Accessed 12/30/2018)
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COWORKING FOR LOW-INCOME ENTREPRENEURS

This market analysis examines selected supportive
programming for low-income entrepreneurs in major
US markets and finds it to be a mixed bag in terms of
offerings of coworking space. A minority of the programs
described in this market study offer traditional coworking
space for low-income entrepreneurs. This could be
explained by the types of businesses that low-income
entrepreneurs tend to start. Employer businesses in low-
income communities, those that create jobs, tend to be
in trade (retail), healthcare (nursing, home care), other
services (such as nonprofit organizations) and food.
Traditional users of coworking space are in fields such as
[T, marketing, public relations, writing and consulting.
However, all of the more typical businesses in low-
income areas need physical space and could benefit
from shared workspace. The shared workspace should
be geared to the likely business types in low-income
communities. For example, retail businesses could share
storefront, production, distribution, and storage space.
Food businesses could share storefronts, commercial
kitchens, and refrigeration. Such is the thought process
behind programs in Detroit, like Foodlab and Detroit
Community Markets.

CONSIDERATIONS FOR CO-WORKING AS A REUSE FOR VACANT
RETAIL SPACE

Studies indicate that co-working or shared office space
is a growing asset class. According to Jones Lang LaSalle,
coworking space is growing at an impressive 23%
annually®** and is expected to comprise as much as 30%
of all office stock by 2030. The idea of shared working
space is catching on in the retail development industry
and even with retailers themselves. Vacant space is
being used to incubate retail entrepreneurs and some
established retailers are providing space within their
locations for small businesses. A few examples:

e Seaport Studios in New York provides temporary
space for several, local designers. The idea
allows businesses to establish a physical
presence, where they previously only sold
online.®

e 1776 Cherry Hill Mall is a retail incubator recently
opened at the mall in New Jersey, taking up
11,000 square feet of vacant space.*®

*  With seed funding from venture capitalists,
Re:Store in San Francisco provides space for
designers covering the entire production
timeline from inventory and co-working space to
a shared storefront to sell products.*”

In Can Coworking Work at the Mall, a report by Jones
Lang LaSalle, the company studies whether coworking is
a viable option for filling vacant retail space by answering
whether it is both profitable and impactful.® A few key
points from the report with implications for low-income
communities include:

* Jones Lange LaSalle concludes that coworking
space is a viable solution to fill vacant retail
space, contributing to a center’s sustainability
through providing daytime population and
additional foot traffic that can attract other
tenants.

*  Coworking space in retail locations tends to
be in high-income communities. The average
household income in a 3-mile radius for retail
coworking is approximately $100,000.

*  Most coworking space in retail locations are either
in malls or urban retail locations, a different type
of location than the neighborhood-serving strip
shopping centers that are the subject of this study.

With these factors in mind, it is likely that coworking
locations in low-income communities will require creative
financing with significant publicinvestment to be a viable.

34 https://www.us.jll.com/en/coworking-market-growth accessed 4/12/2019

35 https://www.designretailonline.com/projects/trends/emerging-trend-incubator-retail-spaces/ accessed 4/12/2019

36 https://product.costar.com/home/news/shared/194175 accessed 4/12/2019
37 http://fortune.com/2018/10/01/restore-funding-retail / accessed 4/12/2019

38 https://www.us.jll.com/en/trends-and-insights/research/can-coworking-work-at-the-mall accessed 4/12/2019
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CO-LIVING: A MARKET RESPONSE TO THE NEED FOR
AFFORDABLE HOUSING

Corliving is essentially a form of housing where individuals
lease private rooms and share spaces such as kitchens and
living rooms. Co-living is designed to offer an affordable
housing option, particularly in urban areas to younger
workers, where land and construction costsare high. Justas
incoworking, the housingisusuallyfullyfurnished (evenwith
linens, flatware, cooking utensils and televisions), comes
with internet, cable, and housekeeping. While tenants
sign leases in most cases, some provide access through a
membership fee like coworking. Also, similar to coworking
space, most co-living developments have programing
to create a culture that build on the sharing nature of the
living space, encouraging professional collaboration
and social experiences amongst residents. Some offer
coworking space on site. Such things differentiate co-
living from typical apartments, and reasons co-living is
growing in popularity among entrepreneurs, freelance
workers, and young professionals generally. Co-living
appears to be a market response to the need for more
affordable housing for this segment of the population.
While most co-living developments are small (less than
10 residents), some expect co-living to disrupt the
traditional apartment development in the same way that
coworking has disrupted office, particularly in larger
cities with rising rents, and bring co-living to scale.
New York City-based Common, recognized as the
nation’s largest co-living operator, has over 700 beds in
its portfolio mostly in smaller properties (former single-
family homes and small apartment buildings), and is
embarking on major national expansion.* One notable
exception is its Baltic West development in New York
City, which contains a mix of co-living and traditional
studio apartments, housing over 135 residents.. Ollie
is another growing co-living developer aiming to bring

the business to scale. Ollie has 10 locations, including
the largest co-living development on the continent, the
426-bed Alta in Long Island City, NY. #°

Challenges to scaling co-living include financing and
zoning. Conventional financing is difficult to secure, as
this is still considered a new, unproven product, which
creates underwriting challenges. For example, units are
assumed to be occupied by individual households as
opposed to multiple households. Also, zoning laws may
limit co-living developments, such as requirements for
size, the definition of a dwelling unit, and the number
of unrelated residents that may reside in a dwelling
unit. Ollie, mentioned above, was recently able to
obtain institutional financing through AIG for its Alta
development in New York by designing the units to
be easily convertible to traditional apartments should
the co-living option not meet financial projections.*
Ollie also makes sure to comply with zoning laws in
every market it builds.*> A measure which may attract
institutional financing to co-living is support from local
government. New York City recently launched its
ShareNYC pilot program that will provide financing for
co-living developments as part of its Housing New York
2.0 plan, an effort to produce 300,000 affordable homes
by 2026.4 Complimenting local government efforts
such as in New York City, Common hosts a Co-Living
Capital Markets Summit, bringing together professionals
from various fields to raise the profile of co-living among
leaders in real estate, finance and design.*

For single, younger persons that are low-income
entrepreneurs, co-living is a viable option, creating both
lower housing costs and building community. However,
low-income entrepreneurs tend to be households of 2
or more. So, co-living may not be an attractive option,
especially for households with children. To address this,

39 https://rew-online.com/2019/04/common-in-300m-expansion/ Accessed 12/12/2019

40 Rothstein, Ethan (2017). Co-living Grows Up: Scrappy Startups Preparing to Disrupt Housing on a Massive Scale. Bisnow: https://www.bisnow.com/
national/news/multifamily/coliving-welive-common-ollie-venture-capital-74460 (Accessed 12/30/2018)

41 Alexander, Bendix (2017). Co-Living Project Developer Seeks Institutional Funds and Expansion. National Real Estate Investor: https://www.
nreionline.com/multifamily/co-living-project-developer-ollie-seeks-institutional-funds-and-expansion (Accessed 12/30/2018)

42 Ibid

43 ShareNYC RFI/RFEI page: https://www]1.nyc.gov/site/hpd/developers/request-for-expressions-of-interest/share-nyc-rfi-rfei.page (Accessed

12/30/2018)
44 https://www.colivingsummit.com/ Accessed 12/12/2019
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StarCity, a co-living developer in California, is currently
studying the possibility of co-living for families.*®> Also,
New York City’s ShareNYC initiative may provide some
insight into the attractiveness of co-living for low-income
households of all types. With that, as co-living is the only
affordable housing type targeting entrepreneurs, this
study looks at co-living options in various markets, and
how they provide affordable housing options for low-
income entrepreneurs.

THE RESPONSE IN SELECTED US MARKETS

With insight into who low-income entrepreneurs are
and the types of businesses they operate, this section
surveys various markets throughout the United States
to understand the degree to which the needs of low-
income entrepreneurs are being met, with a focus on
whether organizations or businesses working with low-
income entrepreneurs incorporate coworking space,
co-living or other affordable housing as part of their
programming. The markets profiled were Atlanta, New
York City, Detroit, Houston, Denver, Los Angeles, Miami,
and Tampa Bay. These markets were chosen as a sample
to represent all regions of the United States. Of these
markets, Atlanta, Denver and Tampa Bay are featured
here, Tampa Bay being the region chosen by the Florida
Housing Coalition to complete its research and design
project for the adaptive reuse of a vacant big box retail
space into coworking and affordable housing targeting
low-income entrepreneurs.

Each market profile includes information on a sample of
organizations, programs, and businesses in that market
to assist low-income entrepreneurs, including:

e A brief description of the organization, program,
or business, such as target industries served or
target sub-population, such as minority women.

45 https://starcity.com/families (Accessed 12/30/2018)

* Thetypes of buildings these organizations,
programs and businesses operate in, as our
research and design project focus is adaptive
reuse of vacant retail space in low-income
communities

* The poverty rate of their location to understand
accessibility to their targeted client

* Their location in relation to the rate of self-
employment in the area of location as well as
housing cost burden to understand how these
programs are responding to market needs.

In addition to information on some of the organizations,
programs and businesses serving low-income entrepre-
neurs, the market profiles provide information on co-liv-
ing options currently or soon-to-be available.

The study finds that there are a variety of organizations,
programs and businesses serving low-income entrepre-
neurs, though not all include coworking or shared work-
space as part of their offerings. Additionally, none of the
programs directly include co-living or other affordable
housing component, effectively missing the connection
between low-income entrepreneurs’ need for afford-
able housing and their ability to invest in and grow their
businesses. Given this, there exists unmet need for co-
working and shared workspace, and affordable housing
(co-living or otherwise) for low-income entrepreneurs in
these markets.

See Appendix A for profiles of the other representative
markets.

..JHIS SECTION SURVEYS VARIOUS MARKETS THROUGHOUT THE UNITED STATES TO
UNDERSTAND THE DEGREE TO WHICH THE NEEDS OF LOW-INCOME ENTREPRENEURS

ARE BEING MET...
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MARKET PROFILE: ATLANTA

Atlanta has a diverse range of governmental and non-governmental programs targeted at low-income entrepreneurs.

These programs do not include a subsidized housing component and can be categorized largely in the traditional busi-
ness assistance and startup accelerator approach replicated across the country. Many of the programs are headquar-
tered in high poverty census tracts, suggesting the programs are proximally available to low-income entrepreneurs.

Table 5. Select Programs in Atlanta.

Center for Black WESSP is a micro-enterprise development initiative used as a strategy to increase
Women's Wellness, the opportunity for women to become self employed by starting and operating

1 Women's Economic a micro-business. The program serves primarily low-to-moderate income women
Self Sufficiency by providing them with financial literacy, life skills, business development and
Program (WESSP) technical assistance.

Ascend 2020 is a technology startup and small business support ecosystem
focused on supporting minority-led businesses and entrepreneurs. Programming
2 Ascend 2020 Atlanta includes support on management education, access to capital, andmmerce, Invest
Atlanta, and the Georgia Minority Supplier Development Council. A partnership
between |JP Morgan Chase and Morehouse College Entrepreneurship Center.

The Center for Civic Innovation is focused on empowering mission-based
- entrepreneurs in Atlanta with a vision for improving social outcomes. The program
Center for Civic ) . . .
3 . includes support and services for entrepreneurs at any stage of business formation,
Innovation . S . . . .
including: initial startup assistance, idea testing and development, a leadership
growth and residency program, and funding support for scalable ideas.

The Urban League of Greater Atlanta operates the Small Business Start Up
Accelerator program. It is an eight-week small business start-up accelerator training
and development program to help entrepreneurs identify a business venture and
learn market driven fundamentals of planning for the launch and operation of a
profitable small business enterprise.

Urban League of
Greater Atlanta

Funded in part through a cooperative agreement with the U.S. Small Business
, Administration, ACE Women'’s Business Center provides services for women
ACE Women'’s . . )
5 . entrepreneurs at all stages of planning, implementation, and growth. Services
Business Center ) S . ) -
include individual coaching, workshops & webinars, connections to resources,
and networking opportunities.

The Russell Center for Innovation and Entrepreneurship (RCIE) will be an adaptive
reuse of a 40,000-square foot space. Once fully developed, RCIE will feature
programming promoting a citywide and national dialogue around innovation,
start-ups, and venture capital. RCIE will inc